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INTRODUCTION

This thesis will explore the role of agricultural mar-
keting in economic development, Historically, it will be shown
how agricul tural marketing has played an important role in im-
proving economic well-being. To demonstrate these phenomena,
the part played by agricultural marketing during the primitive
days, the influence it had on the economy of the Middle Ages,
its contribution to economiec development during the colonial
period, and the main characteristics of this activity that led
to the development of the United States will be brought to the
reader's attention.

However, historically, with the depression of the 1930's,
it will be shown that events tended to obscure the influence
of agricultufnl marketing on economic development. The obvious
causes, as we shall see, were stagnation and focus on invest-
ment and recovery., At that period of time, the state of theory
in marketing reflected a dissoclation from development and was
pointed more to problems of efficiency, allocation of resources,
and distribution of income.

The question that has now become significant is whether
or not improvements in marketing are really strateglc to eco-
nomic development in the low-income areas of the United States
and in the underdeveloped countries of the world. Thus we seek
to find if various processes of agricultural marketing are

proper and necessary to assist development. If we conclude
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that improvements in agricultural marketing are necessary, the
issue then is, can the current theory used in marketing be
considered adequate to the analysis of development problems in
the marketing field?

The dissociation of theory in marketing from economic
development is in part the outcome of the fact that marketing
hes no special theory and uses the general body of economic
theory in all its functions, The main historical trends of
classical economic theory in the past focused on static rather
than growth problems., This is evident from the dominance of
the Ricardian concepts, as they existed and prevailed in the
Burope of the nineteenth century. Although marketing has been
importent in the developmental process throughout history, in
the current development of economic thought there has been
little attention to developmental processes in general and mar-
keting development in particular. Even when John M. Keynes ex-

pounded the Theory of Employment, Interest and Money, he ig-

nored the development aspect of economic theory, laying empha-
sis on stabilization rather than development, and on maintenance
of some general level of investment as a primary tool rather
than the development of marketing processes and institutions
specifically.

All these factors contributed to the disregard for the
vital notlon of economiec development - a disregard which has
been abandoned only recently. The need today is, therefore,

to realize the importance of production and development aspects



in the various economies, to explore the role of marketing in
assisting these processes, and to realize that the dissociation
is a function of theory and not of practice. These views are
particularly applicable, of course, to low-income and under-
developed areas,

This thesis will develop one empirical case to show the
relationship of agricultural marketing and economic development.
Specifically, the area chosen is the Cumberland Plateau in Ten~
nessee, where the production of strawberries has been under-
taken by the low=-income farmers and has contributed to better
their economic conditions in general, thus leading to an in-
crease in the "social product." Finelly, the adequacy and im-
plications of current theory in marketing will be considered
in relation to development and with regard to programs and

policies.




CHAPTER I

HISTORICAL BACKGROUND OF MARKETING AND MARKETING
THEORY IN RELATION TO ECONOMIC DEVELOPMENT

Historicael Background

Primitive Society

When we consider the practice of the exchange of gifts
on ceremonial occasions, and at rituals and marriages among
primitive peoples, we notice in operation the basic phenomenon
of circulation of goods. In the early stages, the distribution
of necessities was an allocation of what was produced in the
household, which served as the primary economiec unit, The mar-
keting aspect became significant only when goods were exchanged
among the different countries., The non-economic motive which
predominated in the process of glift-exchanging among the mem-
bers of the same group developed into the concept of marketing
of goods which involved an economic motive., While in the
former category social prestige was the gulding factor, in the
latter reciprocal benefit became the basic consideration, Dis-
eriminating between the two distinct categories of commodities
that were commonly exchanged with different motives, Herskovits
quotes Tueting, ", . . commodities of great value such as plgs,
shell ornaments, and canoes are usually exchanged ceremonially.

Food and pots are always bartered."l

lyelville J. Herskovits, The Economic Life of Primitive
People (New York: Alfred A, Knopf, I940), Ps 139.
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Both the practices aimed at transfer of economic welle

being (real income) to the extent of the value of the goods,
The act of glving a gift among the non-literates necessarily
meant a return; prestige was attached to the abllity to return
e gift of greater value than the one received. Studies in the
social customs of hill tribes of Indies have shown that various
tribes are under obligation to each other to perform certain
funetions as part of thelr duty for certain ceremonies and
rituals, In these customs, although the influeneing factors
are social position, religion, ete.,, we cannot escape seeing
that they involve the economic phenomenon of exchange of

goods and services, Several types of exchanges have been obe-
served in New Guinea, Africa, Australia, and North and South
America, This circulation of goods and services has far-
reaching economic repercussions, by way of redistribution of
commodities and specialization in the production of particu-
lar goods.

The mode of return of a gift (especially in the shape
of money) as was prevalent in Taos, where a pottery bowl was
returned with fifty cents and two riﬁgn were reciprocated with
a gift of a bead-necklace, shows the development of a concept
of value, The "silent trade" further strengthened this con-
cept and brought in bargaining, which was evident in the re-
fusal to remove the goods offered in exchange for certain
other goods offered for sale, Thils system of barter thus be-

came a mechanism of exchange, involving all of the various



utilities such as form, time, space, etc.

Thus, while the process of gift-giving involves social
prestige and satisfaction of personal glories, that of barter
and exchange of goods derives value from their utility in
meeting the demands of everyday exlatence., 5o far we have
observed that in the primitive soclety, the practices of gift
exchange, barter and trade have been closely associated with
the economle 1life of the people, These practices have led to
improved ways of living, better income, snd thus advancement
of the soclety, owing to its being interliinked with the eco~
nomic conditions, contributing to general welfare of those who
took part in this activity.

The Dark Ages

During the medieval period the economic life in western
Burope had retrogressed because of the intervention of the
Muslims, who stopped trade of Europe with the Near and Far
Bast, The birth of the Byzantine Empire was responsible for
Burope's complete discontlinuance of trade relations with the
more prosperous countries of the east.
Deprived of steady revenues, the medieval kings and
their relatives had turned nomads again, moving from
one estate to another, as they ate out local supplies.
« « Heonomic life had become decentralized and had

clunterod around monastic, eplscopal or baronial es-
tates, which were largely self-sufficlent.

23, B, Condliffe, The Commerce of Nations (New York:
W. W, Norton and Company), De 22.




Discovery Period

These were the reasons that were responsible for motiva-
tion and subsequent bshavior of man, It was through the ex-
perience of deriving increased utility from exchange or selzure
of commodities that there arose a desire to explore in search
of raw materials, The discovery of "frontiers" enabled the
countries to find suitable markets for their finished products
in the new land, as well as raw materials. The rounding of
the Cape of Good Hope by Borthelemew Diaz in 148688 and the
landing of Vasco de Gama at the Indlan port of Calicut in 1497-
99 brought in wealth to HBurope through the spice trade, and
contributed to the commercial progress of Europe. Without this
trade, much of Buropean progress would probably have been im-
possible.

Europe of the Dark Ages very soon cast off the influence
of the medlieval times and emerged with a revived economle life
along with a revival in learning and orderly processes of gov=-
ernment, Once again opportunity for economic enterprise was
afforded to the people by the reopening of trade with the Medi-
terranean countries.

An extensive trade had developed overland by the north-
ern route to China, by the shorter route to India,
through the near-east and down the river valleys to

the great market of Byzantine and the eastern Medi-~
terranean.

31bid., p. 2.
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In this way, trading was not a "fortulitous or whimsical
phenomenon but rather an observeble datum governed by laws of
behavior that are subject to disoovory.“h

It is difficult to fix the actual date on which trading
started, yet its antiquity 1s undisputed. The change in an
individual's behavior from the non-economic practice to a crude
way of barter and, thereafter, to slmple trading and the marked
emergence of the concept of value resulted in the evolution of
an institution known ss the "fair", The fairs gave an oppor-
tunity to traders from the various parts of the cecountry to as-
semble in one place and at a fixed time, where they might bar-
gain directly with each other,

Colonlal Period

In the North America of the colonial period, the market-
ing process began to take on color. The "Yankee peddler" sold
small items required by every household and "it was not unusual
for adventuresome young men to forsake the churech or profes-
sions for this colorful eareer.“5 About the peddler, it was
said, "Quite a flutter he caused when he appeared on the vil-

lage green and opened his pack,"®

“Goorgo ¥. Robins, ”Notions About the Origin of Trading,"
Journel of Marketing, Vel. XI, 2:228, Januery 1947.

SRoland 8, Veile, E. T. Grether and Reavis Cox, Market-
E in the Amsriean Eeonomy (New York: The Roland Press Co.,
27- Ps 2 7.

®Loc. cit.




With the institution of the "falr", cams the concept of
"forestalling”, "regrossing" and "regrating". The ancient
economy prohibited the three and allowed an unrestricted en-
terprise; but by 1776 the concept had undergone a radical
change, The three functions were no more considered detri-
mental to the operation of a free economy., Removal of this
restriction enabled the merchants to accumulate stocks, and
thus the function of the wholesaler was created, The whole-
salo-retell system developed and flourished during the nine-
teenth century in the American economy; and the linking of
local markets, towns, citles, and regions was made possible in
order to create a "smoothly cperating mechanism of inter-market
exchange,"7

With the industrial revolution, the position of the
wholesaler was weakened because of the ability of the factories
to establish direct contact with the retailers, This, however,
did not apply to agricultural merketing because of the ina-
bility of the farmers to a2ssume the varied types of responsi-
bilitlies of the wholesalers,

In the United States, with the industrial revolution,
the faectorles could swing into full operation becsuse there
were markets avallable for thelr menufactured gocods. The de-
velopment of industries brought in mechanicsl appliances, many

of which were used in the agricultursl areas. By their use

TLoe. cit.,

Pt
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large scale agricultural operations were possibvle, and the in-
crease of produce found a ready merket in Burope and Englaend,
The rapld development of agriculture and industry would not
heve been achieved had it not been for the European markets
which were ready to absordb agricultural commodities from the
extensive commercial farms of this country,

Thus, in the formative period, economlc development of
the United States rested on the functions whieh marketing of
agricultural commodities performed.

The purpose of narrating the developmental process of
the marketing thought in the past is to draw certain obvious
eonclusiocns with regard to implications of thils system. The
historical growth has shown us that with the birth of "fairs",
common places of assembly for buyers and sellers were created
which formed an essential part of establlishment of markets,
Distance, however, remained a barrier. But with the advent of
the steam-engine even this difficulty was overcome, as rail-
road tracks were lald comnecting the important market places.
Sea-portas were also developed, and later c¢n the construction
of highways finally maximized space utility through the truck
haulss Thus all the requisites of a regular market were pro-
vided, snabling ereation of possession utility to complete the
process of marketing.

The ytrter system necessarily meant speclallzation in

production and was based on the principle of comparative ad-

vantage., Division of the country into corn belts, cotton and
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wheat areas is an outstanding example in this regard, Based
on the same notion, the farmer today is given the fullest op~
portunity to use his skill and resources in growing crops
which give him an advantage over others,

With this historical background, we may now survey the
marketing system as it stands today. It also lies within the
scope of this thesis to investigate if this has had any bear-
ing on economic development, If so, what have the means been
for such a contribution, how have the various prevalling con-
cepts of our economy led us to make general economic develop=-
ment a function of market development? We would also observe
how as time elapsed marketing came to be viewed in terms of
efficiency, allocation of resources, and income distribution
only, setting aside the role of economic development. Usually,
economic development is defined as the fullest utilization of
land resources coupled with an efficient combination of the
other factors of production enabling optimum resource alloca-
tlon and bringing about an altered pattern of distribution of
income. Today it means to us something more dynamic, coming
about as a result of improved knowledge through the medium of
social institutions that are responsible for human relation-
ships.

The activities which lead to making available for con-
sumption already produced farm products required by people in
general, giving rise to any or all of the various utilities,

i.e., of form, space, time, and possession, would define in
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broad terms the scope of marketing. The scope of activities
of the present marketing system has enlarged so that in addi-
tion to the conventional contribution of making the product
easily and economically available to the consumer, marketing
has also come to involve persuasion of people and creation of
demand for various commodities., From the direct barter systenm,
it has now entered into a more physically complicated and over=-
lapping structure, In a "barter" or "peddler" age, the pro-
ducer and the consumer directly fulfilled the requirements of
a market, whereas today the number of people in this field of
economic activity has risen considerably, with the result that
now we are inclined to think of sueh terms as "efficlency" in
the marketing system. The growth of markets into a superstruc-
ture of this magnitude has been accompanied by still greater
problems, which need our attention to bring in prosperity and
well-~being.

Basically, a marketing system is pivoted on its main
functions of assembly, processing, and dispersion, with vari-
ous secondary services that are rendered in the performance
of the major task., The secondary services such as grading,
packaging, transporting, storing and price determination have
an equally important role to play in the fulfillment of this

process.

The Role of Middlemen

In the western countries, coupled with the rapid rise
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in populetion in the latter part of the nineteenth century was

the development of new scientific processes of production te
replace the handierafts., With development of new sclentific
imowledge movement of goods increased rapldly, and production
and consumption centers were separated widely, bringing to the
forefront division of lasbor and the need for the price-making
funetions of a merket. In between the producer and the con-
sumer, & geries of middlemen cropped up to undertake the task
of buying goods whenever and wherever they were avalilable and
transporting them to other areas at a time when the geods were
in demand.

They were eble to do so because thelr expert dealings

in place and time utility widened the range and low-

ered the costs of makl connections between the pro=-

ducer and the consumer.

The above in brief is the task with which a middleman
is faced, Hils exlstence in the setup 1s necessary because of
the changed level of technical achievement, i.,e., it 1s now the
function of the marketing system, and not of the farm-operator,
to convert the raw sgricultural products into suitable form
before delivering them to the consumer, Not one but all the
gservices come under the sway of middlemen who, as a matter of
choice, select one or more flelds of operation, such as trans-
porting the product from farm to place of assembly, packaging
in shipping containers or in grocery bags, ete, While per-
forming their duties in the field of grading, the middlemen

8condliffe, op. eit., p. 301.
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have the important task of sorting and standardizing the com-

modity for the purpose of effective quality control, Again,
storing 1s important because "agriculture is characterized by
relatively large and irregular seasonal and year-to-year fluc-
tuations in production."? Because of the time-lag between
production and the relatively stable consumption of agricul-
tural products, they have to be held by some agency over a
period of time, and the middlemen underteke this because the
farmers generally are unable to wait for a long period of time
with all the risk of operation involved therein., The middle-
men, in performing this task, help the entire mechanism work
by adjusting supplies to the requirements of the market and by

spreading their use over the year.

Transport

Mention has been made above of the transportation serv-
ices performed by the middlemen. These services need further
elaboration for the reason that this aspect of marketing has
played a vital role in the past in contributing to economie
development and many new developments in this area appear to
be needed and forthecoming. One could not visualize a market
with no means of transport, no railroads, no highways and no
truek-hauls, With the emergence of rallroads, effective con-

trol of loecation of markets was possible to such an extent

9¥. L. Thomsen, Agricultural Marketing (New York:
McGraw-H1ll Book Company, INCs, 1951), Ds 00e
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that even today most of the important markets of the United

States have access to this means of transport, Later came an
era of good roads. What could not be achieved by the rail-
roads has been done by the highways., Trucks are able to move
over the length and breadth of the country, enabling delivery
of goods at stores not served by rail or water transportation.
Transportation at present involves ten million workers,
a hundred thousand processing plants, twe hundred thousand
miles of railroads, three million miles of highways, ninety
thousand wholesale establishments, one million retall stores
and restaurants and several commodity exchange banks and finan-
ciel institutions.lO0 "practically every part of our economy
is dependent upon technological methods of processing, storing
end handling, which have been developed over the past conturyrxl
These are the functlons performed so far but there is yet much
more to come, and every time humanity makes progress, the same
impressions would be left over the sands of time, Since World
War II alrplanes have also been used to transport goods com-
mercially, Experiments have shown that food and perishables

can now be sent over long distances by air, To briefly narrate

10ynited States Department of Agriculture, Yearbook of
Agriculture: Marketing, 1954 (Government Printing 0ffice,
55).

1lfhomsen, op. eit., p. 125.
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the effects, "every improvement in transpori has extended the
area and increased the number of commodities that are poten-
tially marketable,"12

Conceptually, prices are the index of consumers' de-
sires, Prices "constitute the master control system for boih
production and marketing., Through prices, consumers indicate
what products, quantities and gqualities they want and stand
ready to pay for,"23 1In the marketing system middlemen play
an important role in catering to the needs of the consumer.
Thus, when we consider the distribution of commodities, their
services are indispensable, My laying of emphasis on the Jobs
undertaken by the middlemen may give the resder a notion that
it 1s being trieé tec make out & case for the existence of the
middlemen, This has been done to depict the important fune-
tion which the middlemen perform in marketing. He has to welgh
the needs of consumers on the one side and ability of the farm-
ers (producers) on the other, to supply the commodlty. How
important a role this man performs can best be conceived of if
he simply overestimates one and underestimates the other while
judging the demand and supply. The whole structure would feel

a shake, to recover from which would involve time and resources.

12¢ond1iffe, op. eit., D« 30k
13mm0n. OPe« g_’_-_?__d’ Pe 81.
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Theory in Marketing

We do not come across any formulation of a specific
theory of marketing as such in the literature, But in actual
practice, people have been acdhering to theory when they iden-
tify markets., Such theory has guided public officlals in
formulating policies which have determined the influence of
agricultural merketing processes on economic development., If
we seek to find in marketing a theory on which we could base
broad generalizations, we would be lost, as there can be no
single theory of marketing, mainly because the field, broad
and diverse, involves grading, transportation, transactions,
legal sanctions, etec, In marketing we find the various sci=-
ences working. Of course in the broadest sense, the theoreti-
cal basis on which marketing stands is economic price theory.
Group psychology, sociology and ecologicel studles are also
closely related to the phenomenon. A pure theory of market-
ing has not been formulated; it is only the application of
various theories that go to make an "applied" theory of mar-
keting. The literature in this field today supplies us with
a concept of the behavior of the firm, i,e., an individual en-
terprise, and shows how its poliey decisions may be concep-
tualized, but "the moat difficult problem of both the economic
analysis of the firm and of a separate busineas poliey approach
is to relate the behavior of the individual enterprise tec the

broader pattern of the behavior of the industry and the econo=-
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myn'lll.

Decisions in marketing are ordinarily based upon the
motive of maximization of profits., This perhaps leads to
manipulation of cost, demand, or of factor-price., These cri-
terla are considered in the behavior of the firm and one view
is that general economic theory is sufficlient to take care of
problems in marketing.l® But we find that study of marketing
has already called attention to certain problems, for instance,
classification of cdmmodlties, and price discrimination struc~
tures, It has also required attention to the concept of values,
Thus a fuller consideration of the problems might bring in more
reasonable sets of hypotheses to be used in dealing with prob-
lems in marketing economics. Consistent theoretical perspec-
tives for the major classes of significant aspects of marketing
are also lacking. Thus we are led to the conclusion that a
comprehensive theory of marketing has yet to be thoroughly con=-
ceptualized and enunclated.

The neo=-classical economists developed a structure of
theory which was based on the concept of profit maximization.
In doing so they had to rely more on mathematical reasoning,

devoting full attention to the price theory., Thus we see that

1“Wroe Alderson and Reavis Cox, Editors, Theory in
Marketing: Selected Essays (Chicago: Richard D, Irwfh, Inc.,
» O-ﬂ.p-ﬁT-

15george L. Mehren, "The Theory of the Firm and Market-

ing," Theory in Marketing. Editors, Reavis Cox and Wroe Alder-
son: chicago: Richard D. lIrwin, Inec., 1950.




19
more emphasis was laid on the distribution aspect of economics
rather than on the developmental.

The Labor Cost Theory enunciated by David Ricardo was
followed by the concept of satiation of wants, which later gave
rise to the Theory of Marginal Utility. Alfred Marshall re-
fined this theory and reconciled it with the main body of clas~-
sical doctrine, With the emergence of a symmetrical and elabo=-
rate system of theoretical analysis, primarily, the forces
determining the value of commodities in a market were explored;
and with the analysis of demend and supply of an individual
commodity, a general theory of equilibrium was enunciated to
demonstrate that the prices of commodities were interdependent.

These economists concentrated upon the theoretical methods
of analysis rather than upon observation and classification of
economic phenomena, For some reason or other they did not test
the assumptions on whiech they were working, nor did they alter
the assumptions within which the theory was working; as an exam=-
ple, the "state of the arts" or technology was taken as "given"
and "statie". Perhaps they did not estimate the increase in
potentialities that would result owing to application of tech~
nology to the various factors of produection, Even in the early
part of the twentieth century, both economic theory and business
practice continued to take for granted the political and economic
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principles upon which the classical system of economic thought
was built, In the early twentieth century, when Richard Schul-
ler came out with the theory of protection to national indus~
tries, he tried to remain within the Ricardian concept of
static resources, such as the theory of rent and tried to con-
struct a theoretical basis for protective policies,

After VWorld War I, during the period of the great de~
pression, gulded by the conditions which England was faecing,

J« M. Keynes became more interested in recovering the foreign
investments of Britain and was also concerned with the growing
unemployment which was causing great harm to the entire econo-
my of the country. Under these circumstances, Keynes came out
with his Theory of Employment, Interest and Money. He laid
emphasis on further investments for the purpose of recovery of
the old ones and attached no importance to the development as-
pect of the economic theory, very similar to the Ricardian con-
cept of the nineteenth century.

All these facts lead us to conelude that although mar-
keting has been important in the developmental process through-
out history, in the concurrent development of economic thought,
there has been little attention given to the developmental
process in general and market development in particular, Al-
though the theory of economic thought was not directed toward
economic development, great concern was expressed in this direc-
tion through discussion of practical legislation and policies

like those in areas of government interest and of private enter-
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prise, such as international trade and many more. Thus the
dissociation of the development aspect was not one of practice
although it was obviously dissociated in economic theory.

History shows that Buropean markets were open to the
agricultural commodities of the United States, Economic de-
velopment of the United States would have been greatly hampered
taking into consideration the country's agricultural and in-

dustrial potentialities, 1f there had not been developed a
system of industrial markets for agricultural products, indus-
trial power and currency. It was the agricultural wealth of
the United States thet attrected capital from Britain and the
continent of Burope that led to the development of industry
and enabled building up of the railroads that span the con=-
tinent today, The rapidly inecreasing production of agricul-
tural commodities marketable in distant foreign and domestic
areas was to a large extent responsible for bringing about
development of both the continents, Had 1t not been for the
export of finished products and imports of agricultural com=
modities by Burope, the continent's urbanization would have
been hampered, On a similar footing, if Western Europe had
not provided export outlets and capital goods, the westward ex~-
pansion in the United States would not have been so rapid.

All these historical facts go to prove that develop-
ment of an adequate superstructure of agricultural markets is
a vital factor in economiec development of the backward areas,

whether they lie within the United States, in the outside
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continents or between continents., Development of markets is
thus viewed as an integral part of economic development,

The subsequent discussion is an attempt to bridge in
point the theoretical gap between development theory and mar-
keting theory. We use as an empirical medium a study of the
history of the strawberry industry on the Cumberland Plateau

of Tennessee.




CHAPTER II

HISTORY OF THE STRAWBERRY INDUSTRY IN TENNESSEE' AND
CUMBERLAND PLATEAU: ITS SICNIFICAKCE AND
DEVELOPMENT OF THE HYPOTHESIS

It is the purpose here to trace the history of produc~
tion of strawberries, to refer to the methods and practices
followed by the producers of this commodity, and to describe
the activities of the Agricultural Extension Service of the
University of Tennessee in identifying well-adapted areas for
the cultivation of this erop end disseminating information
about better methods of production., It is also intended to
show how these activities and others brought about a relation-
ship of mutual coordination between the growers and the proe-
essors, 1.,e,, economic development of the area was possible
through coordinated development in production and marketing.
These developed processes were brought about by changes in the
institutional structure surrounding the industry, which result-
ed because of recognition on the part of the processors, that
thelr own economic interests were dependent upon the improve-
ment of producticn possibilities facing the growers.

Finally 1t is shown that through this aectivity, the de~
velopments directly benefited low-income farmers in the area,
thus establishing that agricultural marketing ls direetly re-
lated to the economic development of the area.

The hypothesis therefore is that production and mar-
keting of agricultural commodities are interdependent.
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With the identification of recognized new potentialities of
production, coincidental with and because of simultaneous de-
velopment of institutions bearing relationship with production
and marketing, new possibilities of economic growth were opened
up.

In order to trace the history of production of straw-
berries in Tennessee, we have to divide the production period
into two parts, viz,, the period before 1945 and the period
after 1945,

History of the Strawberry Industry

Period Before 1945

In Tennessee, commercial strawberry productlion has been
carried on by farmers for the past forty years, Even before
that, undoubtedly, there was some strawberry productlon for
local fresh consumption. Originally, the production areas
were confined to Hast Tennessee (Spring City, Dayton, Maryville
and Dacatur)l where availability of cheap lsbor, the existence
of a loose kind of soil, the sultebleness of the climatic con-
ditions, the absence of insect diseases, and the nonserious-
ness of soil erosion were the advantages enjoyed by the pro-

ducers of this crop.

lconversation with J. J. Bird, Associate Horticulturist,
Agricultural Extension Service, University of Tennessee, Knox-
ville, Tennessee, July 16, 1956,
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The result was that a substantial acreage was under
strawberries., A total of 26,000 acres was grown in 1924 with
an average yleld of 57 crates per acre, producing 1,493,000
erates, During this period of high acreage under the crop,
farmers were adhering more or less to traditional techniques
of production owing to the faet that full time Extension Serv-
fece personnel were not avallable in commercial horticul ture
wntil 1946. The growers of this crop depended entirely on
the fresh markets for direct sales, Also, farmers had taken
to consignment selling and almost 90 per cent of the crop was
being shipped outside the state.2 Thus in the marketing of
the commodity, the activity of the producer was largely con-
fined to the fresh markets.

In the later years of the period, the labor problem
became acute because of migration to the industrialized north.
The soil was no longer free from insect pests, the ecrown-borer
became uncontrollable in the East-Tennessee area and land ero-
sion beceme more serious when yields began to decline., Asso-
clated with the deelining yield was deterioration in quality
of the erop, resulting in a low price for the commodity,

Many in East Tennesseée, therefore, declided to give up
strawberry production. By 1945, the producing area had de-
eclined to about 6,000 acres, Specifically, the inability of

the processors to pay even the direct costs of productlion and

2conversation with J, J. Bird, July 16, 1956.
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the loss of demand in the distant market to which the crop was

shipped were responsible for the movement of the crop to west-
ern countlies of the state, where reportedly labor was still
evailable at cheaper rates.

The year 1945 was a period of transition, when parts of
Middle and West Tennessee were growing strawberrles with neli=
ther area growing them extensively., Until about 1948 the
fruit remained essentially a fresh-market commodiby, no sig-
nifieant processor-market being available until then, The
prices obtained in the fresh market were above the reach of
the procoalor.3 During the good crop period of 1939, the
processors invested in establishing the freezer plants in the
Middle Tennessee area and had become buyers of a portion of
the produce since then.4 But with the shifting of a major
portion of the acreage to West Tennessee they virtually under-

worked the plants and were about to cease their operatlions in

1945.

Period Since 1945

The steep fall in the acreage and the acuteness of the
problem of the farmers in Middle Tennessee drew the attention
of the University of Tennessee Extension Service. A survey
of the problem and an enalysis of the strawberry situation was

made in 1946, According R Bird, a survey of the major

3conversation with J. J. Bird, July 16, 1956.
Yrbid,
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areas in Tennessee was made to find out if the crop could be
successfully grown under natural conditions there. It is al-
leged that the survey revealed that the loose type of soil and
the temperate climate which are essential for the growth of
this crop were absent in most of the counties. A simllar sur-
vey in the East Tennessee area found great prospects for this
erop. These conditions were therefore the basis of the recom~
mendations of the Extension Service, that the counties in West
Tennessee should reduce the ecrop acreage and that the farmers
in East and Middle Tennessee should be persuaded to take up
1ts cultivation once again, But the farmers in Middle and
East Tennessee had also to be given an assurance that their
produce would be marketable before they would invest in new
beds., Thus it became necessary to induce the processors to
work thelr freezer plants and to assure farmers in some way
that their product could be marketed at a price sufficlent to

attract production in volume.

Removal of Imperfect Knowledge

The Role of Agriculturel Extension Service

As a result of the survey, the Extension Service
launched upon & campaign of promoting production of straw-
berries in the Middle and East Tennessee areas, with particu-
lar emphasis upon the "plateau", where natural conditions

sulted most. This campalgn resulted in reallocation of re-
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sources to the advantage of the lowe-income farmers in the Cum=
berland Plateau. This responsibility was also shared by the
County Agents who were trained for this purpose, Special bul~
letins issued by the Extension Service from time to time
enabled the County Agents to keep informed of the latest
methods of production and the improvements made in the tech-
niques, The Agents thus became important media through whom
the Extension Service maintained contacts with the growers of
strawberries.

With the enrollment of the processors as honorary mem-
bers of the Tennessee Frozen Food Assocliation (which was formed
about 19&5)5 and the Kentucky Canners' Association (which was
in existence since 1919)6, contacts «of the two important agen- .
cles--i,e,, the Extension Service and the processors--in the
history of the development of the Cumberland Plateau strawberry
industry started showing up. Lutor% the two came still closer
with the participation of the Extohaion Service in the progranms
and annual conventions of the processors. The processor group
also started supporting actively the programs sponsored by the
Extension Service designed to familiarize the strawberry grow-
ers with efficient techniques of production, because their suc~-
cess was intimately tied to the success of the farmers in this

area, that is, in reducing costs and raising the yleld and

Sconversation with J. J. Bird,
61pid.
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quality., In addition to keeping the farmers well informed of
the latest methods of produetion through the "Hort Shorts" bul-
letin issued by the Extension Service, and through the effec-
tive media of the Agents, several fileld trips were organized
in the plateau area, Farmers were given practical instructions
in the methods of weed control, spraying, use of fertilizers,
etec,, at the same time showing them the exact type of soll
which was best adapted to this e¢rop. In this way the growers
got oriented with the "soilfit" and the exlsting techniques
of production, which guaranteed them much higher ylelds.

Contribution of the Processors

Simultaneously with the expansion in production of this
¢rop in the plateau area, activity of the processors increased,
and in turn provided the required incentlve to the growers.

As the produetion campaign went into full swing, at the recom-
mendation of the Extension Service, a 300 Crate Club was
formed in order to encourage the farmers to achleve a high
yield. Possibly as a result of this club, in 1955 most of the
farmers in the area got an average yleld of about 150 crates
per acre and the mnmb;rlhip of the elub went up to 36.7

With the formation of the Tennessee Frozen Foods Asso-
clation, the processors became more and more interested in

higher yields and in the expansion of the acreage in the Cum-

Tconversation with J. J. Bird, April 1956.




30
berland Plateau, Increase in ylelds was necessary before the
income per acre could be raised enough to induce expansion of
the industry. This motive led the assoclation to request Mr.
J. J. Bird to undertake an extensive tour of the country's
best strawberry growihg areas at the expense of the assocl-
ation., Mr, Bird's visit to Oregon, Callfornia and Mexlco gave
him extensive first-hand knowledge of the latest improvements
in techniques, which he could demonstrate to the farmers In
Tennessee., To recount the part played by the processors in
providing the type of incentive that was most essential to the
farmers, we have to look through the entire developmental proc-
ess which took several years to be effective and to achieve a
satisfactory level, Although initlative 1s alleged to have
been taken by the Extension Service, yet the entire plan could
not have worked had not the processors been enabled, through
the efforts of the growers, to work their freezers and to play
an important role in the marketing of the produce.

The working of the freezer plants meant an appreclable
amount of risk for the processors., They were not confident of
running the plants to full capacity and they had their own ap-
prehensions about the quality of the erop., Fortunately, with
the joint efforts of all the partiecipants in the program, the
future of the industry became more promising and the processors
continued to evince greater interest by holding competitions
end swarding prizes to the champion growers. The processors

further helped the Extension Service by deputing their own
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field-men to assist the County Agents in this campaign., MNost

important of all the encouragements was the guaranteed payment
of approximately uniform prices even for low quallty berries.
This was evidenced during the drought period of 1952-54, which
angblod the farmers to stay in the industry. The supply curve
was lower than 1t could have been., The sppeal was not of
maximiging returns for a given production function but was one
of changing the schedule. In order to assure a market for
strawberries, the processors in turn had to heve some assur-
ance that high quality berries would be produced 1n volume
sufficient to make operations of the plants possible., The
Extension Service had evidence that if strawberries were pro-
duced on better soil and under advanced cultivation practices
it would be profitable to growers, They apparently had some
reason to believe that the growers would respond if given some
assurance of merkets at adequate prices,

These conjoint efforts came about as a result of the
activities of the Extension Service in ldentifying production
possibilities that were not being explolted, and in interpret-

ing thelr meaning to interested groups.

The Influence of Other Factors

Appraisel of the present situation in the Cumberland
Plateau would remain incomplete if no reference was made to
the other factors that enabled a development of this nature.
While the two agencies functioned to bring about a change in
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the economy of the Cumberland Plateau, they were greatly helped
by the availabllity of eleectrieity, the rallroad and the vari-
ous kinds of technelogleal advances that were essential for the
growth of the freezing and processing industry.

The supply of electricity was a precondition for the
establishment of the freezer plants, which in turn enabled the
processors to profitably buy and process the crop without the
risk of perishability. In one way the consumer was alsc re-
sponsible for the creation of demand, the effectiveness of
which depended on refrigeration technology. In the activation
of the plants, it was not a matter of introduecing new tech-
nology into the industry. This technology, though a precondi-
tion, had been in existence for some time. The strategle fac-
tor was organization of the exlasting technology, i.e., 1t was
a matter of putting into practice the known production methods
end activating the freezing plants,

Theoretically, we are aware that the construetion of
highways ind railroads increased in general the possiblility of
sccess of the producers to the market areas, The Tennessee
Central Rallway wes alreasdy in existence before the Industry
" started to expand., Truck hauling slso became avalileble as an
additional fecillty.

The economic development of the Cumberland Plateau
strawberry industry was thus an outcome of several factors.

The Extension Service can be given the credit of anslyzing pro-

duction possibilities and of ereating awareness of the need for




33
improvement in technique. Coordination between the producer

and the marketing agenecy improved as a result, The processors
have to be recognized as being responsible for creating demend
for the commodity, but this would not have been possible if
some means had not been found for improving techniques and ef-
fectively convinelng farmers that a market would be available.
If only a few producers had gone into the busliness it would
not have been possible for the freezers to operate efficlently.

Technological progress at most made higher ylelds, fa-
cilities of storage and transport for bringing about the utili-
ty of space economic possibilities, All these factors contrib-
uted to the working of the marketing mechanism and favorably |
helped the farmers in this area to improve their economlc con-
ditions, But glven these preconditions, the organized educa-~
tional activities, and changes in market institutions became
strategie., In the Cumberland Flateau, especially, the low-
income farmer has beneflted because in this industry it is
possible for him to employ resources at marginel rates above
their opportunity cost., In a sample of 2 farms, in this area,
the average per acre income of this crop was §722 (Table I) as
compared with the state average of {140 per acre during the
period before 1945 and of §396 during the period after 1945
(Table II).

Thus it would be proper to conclude that the contribu-
tion made by the small acreage in individuasl farms 1s signifi-

cant and important, All this development would not have been
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TABLE II ]

ACREAGE, YIELD, PRODUCTION AND VALUE OF STRAWBERRIES
BY YEAR, 1935-19548, 1955 and 1956°,

TENNESSEE
Average
Yield Season's Total Cash

Acres Per Total Average Cash Income

Harvested Aecre Production Price Income Per Acre

Year {Acres) (Crates) (Cratea) (Dellars) (Doliars) (Dollars)
1935 16,500 55 08,000 1.65 1,498,200 90
1936 15,600 27 37,000 2,15 939,550 60
1937 1),200 65 923,000 2.30 2,122,900 149
1938 15,600 %5 02,000 2.15 1,414,530 90
1939 17,000 0 50,000 2,20 1,870,000 110
1940 19,500 35 682,000 2,50 1,705,000 87
1941 22,400 50 1,120,000 1,75 1,960,000 87
1942 15,000 65 975,000 2.25 2,193,750 146
194 12,000 4o 480,000 5,40 2,592,000 216
19 10,000 3 ugo,ooo 6470 2,881,000 288
1945 6,000 0 480,000 7.85 3,768,000 628
Average 14,890 48 726,090 3435 2,085,902 140
1946 6,800 8¢9 605,000 7420 i, 356,000 640
1947 8,500 90 765,000 5.80 u,§37,ooo 522
1948 8,500 8o 680,000 6.80 4,624,000 Sil
1949 6,400 50 20,000 6,00 1,920,000 00
1650 8,700 70 gse.ooo 6.70 ,283,000 69
1951 11,000 65 12,000 5.04 ,092,480 350
1952 11,500 65 748,000 5.33 4,435, 385
1953 s 60 60 516,000 5. 3,008,280 349
1954 10,000 55 550,000 6,52 » 586,000 305
1955 11,000 60 660,000 6,77 » 472,000 6

1956 15,000 93 1,400,000 ¢ c ¢

United States Government Printing 0ffice, Agri-
cultural Statistics, 1936=55.

8gource:

bgource: Estimates given by J. J. Bird, Associate Horti-
culturist, Agricultural Extension Service, University of Tennes-
see, Knoxville, Tennessee,

Cyigures not available,

daverages for 10 years.




36
possible had it not been for the proper functioning of the mar-
keting egeney in this area, Hence when we think of economic
development of the underdeveloped countries, or the low-income
areas of the United States, where the farmers' ventures in the
field of sgriculture are subject to the limitations of capital
and lend resources, we have to devise means of making avallable
marketing facllities for the produce, This process requires a
careful synchronization of ali the factors, bringing about an
evolutionary chenge leading finally te economic development--

which is the ultimate goal of soclety.



CHAPTER III

TENABILITY OF THE HYPOTHESIS

In this chapter it is intended to show that the varlous
factors discussed here contributed to the rise in the acreage
of strawberries in the Cumberland Plateau. In order to find
out if the hypothesis is valid, certain eriteria have to be
outlined and discussed, and also the influence of the other
factors has to be measured so that the most prominent ones,
bearing direct relationship with the phenomenon, stand out
clearly. It will thus be shown that evidence indicated that
the strateglc factors were the educational and organizational
changes which were brought about through the efforts of the
Extension Service, These inecluded, it will be recalled, (1)
analysis of soil and eultural practices which provided evi-
dence that high quality strawberries and very much higher
yields were possible in the area-~higher than in other regions
of the state, (2) use of this data to show farmers and proces-
sors that real potentialities existed, (3) use of the canners!
and freezers' organizations as a tool to assist in thelr ef-
forts to educate the growers, (i) formation of growers' clubs
to provide organizational framework for education and promo-
tion, (5) and provision of guarantee of an outlet and an im-
plicit guarantee of a minimum price by processors to growers
in the area, through continued practice.

Here we will concern ourselves with the collective ef-
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fect of these factors in strawberry production and net incomes
in the ares. Subsequently, the significance of these factors
for the theory of marketing and economic development will be

analyzed.

Consideration of Various Factors

In thls specific case, the fact that economic develop-
ment of the Cumberland Platesu has been a functlon of the ac-
tivitles resulting from Extenslion Service offorts can be veri-
fied by discussing the changes of other factors which possibly
eould have resulted in thelr acreage increase. Among the other
factors are availability of cheap hired labor, favorable weath-
er conditions, and the abllity of the farmers to invest and

bear r’-ako

The Influence of Hired Labor

As facts show, we have to accept that strawberries are
not grown in extensive acreages and that almost invariably the
erop is grown in aress of less than three acres by individual
farmers, Thus very little labor has to be employed on these
farms, and mostly all the jobs are undertaken by the farmer
and his femily, The only occasion when hired labor is employed
is the harvoating.écriod, when women and grown up schoolwgoing
children are engaged on the farm for a week or two, This
probably means that whatever the trends of employment of hired
labor are in general farming, they have no significant in-
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fluence on the expansion or the contraction of the strawberry
acreages, especially in the Cumberland Plateau low~income
areas, Strawberry labor and general farm labor are in effect
non-compe ting groups.

As a matter of academic interest, it may be mentioned
that the number of hired laborers employed in farming in gen-
erel in the Cumberland Plateau did decline during the years
1935«45 from 1.58 to 1.27 per farm and rose again by 1950 to
1.62 (Table III). The strawberry area in the Cumberland Pla-
teau, during the same period averaged 0,016 per cent of the
total area of the farms. Any change, therefore, in the trends
of availability of hired labor could not have any significant
influence so as to bring about a change in the acreage of this

CTrOPe

The Influence of Weather

Considering the weather conditions and the possibili-
ties of the weather influencing the decrease or increase in
the acreage, it has to be mentioned that farming in general
requires predictions and decision-making ability on the part
of the farmer, But his capaclity of forecasting weather is re-

stricted to a short length of time.

Rigsk in Relation to Returns

The next factor that has to be considered is the ca-
pacity of the farmer to invest and withstand risk, With a
higher degree of ability to invest and greater availability
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of capital, perhaps it would be possible to increase the acre-

age, In the case of strawberries the investment per acre is
about #50.1 This amount, however, in most cases could not be
considered to be too high. Casual consideration would make
one doubt that any special efforts are required for this in-
vestment., But in some cases, it is very 1ikoly that even this
amount may have to be financed either through & credit agenoy
or, as has been evidenced in the Cumberland Plateau, by the
procossor-.2 The amount of risk that the farmer usually under-
takes 1is therefore small compared to the prospects of labor
income, The opportunity cost of the limited capital needed is
relatively small compared to the return in strawberry produc-
tion, if a market can be obtained. On the other hand it is
reported that in some cases persuasion by the county agent or
processor was necessary to obtain credit for establishing
strawberry beds, But in any event there is no evidence that
eredit was more easily obtained for production purposes after
1945 than during the war years,

It is true that managerial decisions have to be made by
the farm-operator with regard to the crop that he desires to
grow, Forecasting of prices, when his produce is marketable,

is one of the very importent factors involved. Thus the as~

lpstimate given by J. J. Bird, Associate Horticulturist,
Agricultural Extenslon Service, University of Tennessee, Knox-
ville, Tennessee.

2Information from A. W, Woodard, Assistant Marketing
Specialist, Agricultural Extension Service, University of Ten-
nessee, Knoxville, Tennessee.
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sumption that the farmer would be guided by the prices that
have been prevalent before planting, and that it would be de=~
sirable to take Iinto consideration the future demand is valid,
In this specific case, data shows that roughly the prices cur-
rent during the previous two years had much to do with the
fluetuations in the aecreage (Table II)., B8Since the demand situ-
atlon facing the farmer involves factors beyond his knowledge,
the famer-manager would base his judgement primarily upon the
price he actually has recelived, Strawberries are usually
planted during Merch, Therefore, the price situation two
years prior to hervest cen bhe deemed to form the basis for
decisions regarding future planting.

The previous chapter, devoted to the development of the
specific hypothesis, hes shown the varied clrcumstances which
brought about a change in the outlook of the strawberry produ-
cers and the processors, While compering the figures of 1940
and 1945, we have to conclude that with no appreclisble number of
processor~buyers in the aree prior to 1945, the acreage under
this erop in the Cumberland Plateau wes as ingignificant es
0.33 per cent of the state acreage in 1940 and 0,63 per cent
in 1945, In the post~l945 period the proportion of the straw-
berry acreage in thls ares expanded consliderebly and the ef~-
forts were noticeable in 1950 when the ssme rose to 2,34 per
cent and to 18,04 per cent in 1956 (Table IV ané Figure 1).
This rise was accompsnied with & substantial recovery of straw-

berry acreage in the state to 11,500 scres in 1952 and 15,000
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@8 Cunberlani Plateau
Rest of the Plateau

[ Rest of Tennessee

Figure 1. The proportion of areas under strawberries in the Cumberland
Plateau, rest of the Plateau and rest of Tennesseec by 5 years (1940-55) and
1956.

Source: Table IV.




45
in 1956 (Table II and Figure 2).

The inferences drawn relate particularly to the Cumber-
land Plateau area, which in 1956 contributed 18,04 per cent of
the total state acreage under this ecrop., It is for these rea-
sons that we have to rely on the tenability of the hypothesis
that in the Cumberland Plateau the coordinate changes in pro=-
duction techniques and procedures followed by operators of
marketing facilities and the increased demand due to them have
given a direct incentive to the growers of this erop. lMore-
over, what has to be taken into account is the value of the
erop produced in the area, which in 1954, on the average,
formed 33.2l per cent of the total income of the farmers as
compared with 7.67 per cent in 1949 (Table V).

Individually, Cumberland County recorded an increase of
1260 per cent in the value during 1954, when compared to 1949.
Pentress County had a rise of 9118 per cent, and Overton that
of 2251 per cent; while Bledsoe and Pickett Counties increased
by about 95 and 578 per cent respectively (Table V).

Possibly in part, es & result of the development of the
industry, there was & rise in the per-farm income in this area
of 36 per cent from 1949 to 1954 (Table VI).

Tt would therefore be evident that the Cumberland Pla-
teau had the natural potentialities of "sollfit" and climate.
The small farmers in this ares were evidently eager to improve

thelr economic eondition; technelogles were already exlsting
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2
Bledsoe
82.07
36_.96
Cumbérland
63.94
0.86
¥ Fentress
99.14
5.19
s Overton
94.81 .
9
Q% Pickett
90.92 88.09

@8 Percentage of Income from Strawberries
3 Percentage of Income from All Crops

Figure 2. Comparison of the percentages of value of strawberries
and all other crops on the Cumberland Plateau, Tennessee, during 1949 and

1954,
Source: Table V.
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in the area and the processors, too, were keen on launchlng a
profitable enterprise. The development of industry thus re-
quired the services of an institution to act as an intermedi-
ary in order to organize the industry into more effective re-
lation, The combined activity of all these participants thus
brought about a change in the economy of the area, which has

contributed towards sn increase in the social product.




CHAPTER IV
IMPLICATIONS SUGGESTED BY THE FINDINGS

The faects in this case-study, as discussed in the previ-
ous chapters, can briefly be summed up as follows:

(1) With the expansion in the acreage in the Cumber-
land Plateau, there was a relative increase in the total
output of strawberries, resulting in increased incomes
to the growers.

(2) As a result of the educational activity of the
Agricul tural Extension Service and in part carried on
by organizing the growers the area under strawberries
inereased in the Cumberland Plateau.

(3) In the period after 1945, the area under straw=-
berries increased when the processors, as a marketing
agency, provided an incentive for production by agree-
ing to purchase the entire crop at not less than 15
cents per pound,

These results teke us to the conclusion that, firstly,
the project required the services of an institution to educate
the farmers and give them proper guldance in the matter of
selection of erop, in view of suitablility of soll and climatilc
conditions., Vith the suitability of soll, the growers also
benefited from the advantages of nearness to the processing
plants, It also meant that the marketing agencies were pro-

vided with the proper knowledge of ways and means of expanding
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their supply, and thereby creating a demand for the raw com-
modity. Thus the Extehuion Service played a dual role of bene-
fiting the marketing agencies who were hitherto deprived of
the avallability of strawberries in sufficlent quantity in
this particular area and the farmers who could increase the
returns from the limited resources at their disposal.

Next, the previous details lay down that in order to
promote the production of this commodity demand incentive was
of vital importance, We have seen that by the various methods
the processors were interested in expanding the acreage and in
increasing the yleld per acre and the quallty of the crop.
Thereby they caused a definite change in the demand structure
facing farmers and made it adjust to the new supply level, a
point which will be discussed in detall later.

With the observations concerning the case of strawber-
ries in the Cumberland Plateau, we have now to formulate the
theoretical implications that this evidence suggests, Ve may
also briefly refer to the outstaending concepts prevalent with
regard to certain assumptions in the theory of the firm, and
infer in general that educational activity forms an indispen-
sable component of the mechanism which cen bring about a
change in the structure of an economy of the type that usual~-
ly exists in the low-income areas,

The general concept that we assume, when we talk about
the theory of the firm and the equilibrium price, ias that the

demand and supply schedules are static in nature and on this
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assumption the entire theory is based, In the previous chap-
ters we have observed that a change in demand came about as a
result of the change in the supply schedule.

In order to conceptualize the theoretical implications
of the phenomena of inereased production, we have to view it
from both sides, i1.e., supply of and demand for the ecommodity.,
These two phases will be dealt wlth separately to show what
exactly the activity implied in the light of economiec theory.

We may recall that during the period before 1945 the
area under strawberries had greaduslly contracted, having
touched the lowest flgure for the state in 1945, This finds
an explanation in economic theory thet while prices remained
more or less constant because berries are sold in the national
market, the average total cost increased due to spread of dis~-
ease and insects and also perhaps due to Increassed wartime
wages. Owing to the previously discussed handlcaps of lack
of knowledge of better techniques of production, costs of many
farmers were too high to warrant production under prevalent
demand conditions, This can be viewed as a shift upward in
the average total cost curve, as in Flgure 3. The use of tech-
nological innovations introduced by the Extension Serviee then
enabled the farmers to lower the average totsl cost curve
(ATC') and qualified them to enter or stay in the field as
suppliers of the commodity at given prices in the market. The
efforts of the Extension Service were therefore directed to-

wards, at first, the creation of firms with a lower ATC curve
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(ATC'). As a result of the use of known and existing tech-
nology the firms were able to lower their costs and the indus~-
try was thus benefited with external economies. This situ~
ation would enable the total production to rise considerably
and also make it possible for those farmers to re-enter as
producers of strawberries, who had given up for reasons of
high costs, The lowering of the Average Total Cost curve
would make it possible for the farmer to make a minor change
in price, i.e., from OP to OP' (Figure L), in order to expand
the quantity of the commodity in the industry., As we see in
Figure L, the rise in the quantity is relatively much more
than the smell fall in price.

The number of processor-buyers, who were the ehief a-
geney to buy the commodity, were few in this area., The num-
ber of processing firms that could profitably operate in the
market were restricted, due to spatisl features of strawberry
production., While there is oﬁly one freezer plant located in
the Cumberland ?1atoau,1 some buying agencies are spread over
the area, Still owing to their number being small (Figure 5),

the market cannot be classified as completely competitive from

lgonversation with J. J. Bird, Associate Horticulturist,
Agricultural Extension Service, University of Tennessee, Knox-
ville, Tennessee, September 27, 1956.
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nessee, Figure 8, p. 63.
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the buyers' point of view, It therefore presents a case of
oligopsony, We also find some evidence of this in the forma-
tion of a cartel-like organization under the auspices of

the Tennessee Frozen Foods Assoclation., The processors ad-
hered to more or less uniform practices in thelr dealings
with the growers., Specifically, they agreed to an informal
guaranteed minimum price., This was therefore a collusion

of oligopsonistic buyers in the area.

If the sale of the commodity had remained conflned
to the fresh market (ropresentod by DD! in Figure 6) and,
due to the various reasons discussed above, the supply
schedule had shifted to S"S", then a considerable fall in
price was not significant. It remained more or less con=-
stant because, below a given price (presumably something
above the guaranteed minimum price of 15 cents per pound),
the operation of processing plants became profitable. These
processing~buyers, because they sold in a national market,
might have been expoqtod to create a very elastic local
demand for the raw meterisl, with the result that the de-
mand curve took a new shape viz.,, DD, and the price did
not fall in proportion to the inerease in supply of the
commodity. This meant that the processors would buy the

entire quantity produced with relatively little decrease in
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Figure 6. Theoretical effects of cianging technology with only
fresh-market buyers and with a processor selling in a national market.



price, i.e., from OP to OP" in Figure 6.

The processor-buyers would not have functioned as
long as the Average Cost remained higher than the DARZ at
all levels of operation and this would continue until the
AC eurves took a new position tangent to or below the DAR
ecurve (Figure 7). In case of a supply ecurve such as AC!
the price paid would establish at OP in the short run,

In the case of underdeveloped countries, whose
economy is based mainly on agriculture the position is not
even this. It has virtually monopolistie features owing
to laek of marketing agencies., There is usually one local
purchaser who dwells in the village and undertakes to buy
agricultural commodities at a price that he himself sets
up; his DAR is very much above his AC. This person is
usually the money-lender to whom the farmers are obligated
to sell in order to repay the outstanding loans or to ob=-

tain new funds. Laeck of communication and proper means

of transport facilities, and the ebsence of means of spread-

ing market news further channel all the agricultural prod-

uets to the local purchaser, who has no competitor whatso-

2pAR = Average Gross Revenue minus the Average Cost
of processing and distribution.
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Hypothetical equilibrium for ologopsonistic firm with




ever in that partiecular location,

Tn such areas, where programs of development are
under way, the need, therefore, is to promote the growth
of healthy competition amongst buyers through establishing
markets in suitable locations, Of course, in this are
inveolved scele economies, which form the basis for such an
approach,

The Cumberland Plateau does not have handicaps of
transport, market news, ete. Here it is a matter of in-
vestigation if it has the required potential to expand
the cultivation of this commodity enough to create compe=-
tition among the processor-buyers so that the growers are
benefited with the higher prices that may be offered by
the competing buyers. If entry were unrestricted but
economies of scele were important, the AC curve facing
each firm would be upward sloping, equilibrium being at
OP price and OX gquantity. If economies of scale were not
important relatively, the average cost curve would be com-
pletely elastic as in ac! and both output and price would
be higher.

The facilities of transport and spreed of market
news are not the only guiding factors in such a develop-

ment, Education stimulated by pressure groups who demand
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Figurc 8. Theoretical competitive and monopolistic competition
equilibrium,
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service from public institutions, and edoption of ways of
education like contests among the growers, awarding them
prizes and formation of clubs (like the 300 crate clubs
in this case), are sll directed towards achieving this
end,

Undoubtedly, reduction of uncertainty also plays
an important part, and the happenlings in the Cumberland
Plateau offer us some evidence in this regard, Ve have
seen that a minimum price was guaranteed by the processor-
buyers even though it wes to thelr dilsadvantage individual~
ly; but wher considered collectively, 1t proved to be prof=-
itable for the group.

The growers in this specific case had no opportu-
nity to manipulate their profits through methods of product
variation, nor were they in & position to stimulate demand
for strawberries through any kind of promotlonal aetivity,
which two factors ere the usual features of a firm in other
industries.,

As facts in this case study show, the processors
were as eager te buy the produce as the growers of straw-
berries were eager to produce and sell, The result was
that neither of them had bargeining power. The demand for

the fruit facing individual producers automatically went
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up above the fresh-market demand once the quantity produced
exceeded 0X and the price fell to OP (in Figure 6) and the
plants were set to work. But the producers apparently were
not econfident that the freezers would go into operation

and prevent the price from dropping as it would in an ex-
elusively fresh market situation (DD'). The informal guar-
anteed minimum price, however, served to eliminate uncer-
tainty and hence helped shift the supply curve into a posi-
tion such that operation of the freezer was profltable.
Further, the processors recognized that through promoting
education regarding productlon techniques this supply curve
would be further shifted. On the other hand if evidence
had not been available as to the technical possibilitles,
the price would have fallen to OP'. Thus the demand sched~-
ule and also the supply schedule underwent changes. There
wes a mutual interdependence of the two functionariss which
almost formed a basis for cooperative relationship. Under
these eircumstances the services of the producing special-
ists, i.e., the farmers, could carry meaning only when they
were joined with the efforts of the processor-buyers. That
is, plans for increased production depended upon pre-existing
knowledge that the increased production would be purchased
at acceptable prices, The joint pursuit of the two particl-
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pants {(whe were motivated to do so through the efforts of
the Extension Serviee) resulted in more productive utiliza=-
tion of rescurces at eack other's disposal and caused the
growth of an economic interrelaticonship which ultimately
eontributed te the economic development of the area In
general, Thus we see that contrary to the genersl concept
of the theory of the firm, the processing firms themselves
are able to manipulete supply through removel of imperfect
knowledze of produetion. The faet that thers was a general
ecesptance of the prices paid by the processors 1s evidenced
by the growing incresse in the acreage under this erop.

Here it may be repeated that the appeal was not thai of
maximizing the glven production funetion but was one of
changing the sechedule., We alsp notice that the growers

were responsive to the demand for ilmproved gquality and suf=-
ficiont output to fulfill the requirements of the proces~
gors, The demand structure facing each firm was thus not a
statie thing. Reciprocally, it wes by organized attempts to
improve ylelds and guallty that the producers of the crop
provided an ineentive to the processors to set up a mechanism
which would encble them to market the crop grown in the area.
As we have noticed so far, in this particular case, the proc-

essors shifted the supply scheduls, which fact is normally
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not encompassed by the scope of the productlion~theory,

The conjoint interest of the processors in educating
the growers, and that of the processors and the growers in
promo ting and developing the industry in the Cumberland Pla-
teau, was the result of "symblotic" cooperation between the
two, enabling both the parties to achleve their desired ends.
Here we are concerned mostly with the total benefit derived
by the farmers in terms of money value, or the addition of
the soeial product of this commodity in particular. For this
purpose it would be sufficient to observe that in the Cumber-
land Plateau, per farm income has risen from $193.,54 in 1949
to §262,73 in 1954 (Table VI); also far greater area has come
under the erop. The Cumberland Plateau in 1945 had only 0.63
per cent of the total acreage of strawberries in the state,
which by 1956 had expanded to 18,04 per cent (Table IV), at
the same time increasing considerably the value of the crop
produced (Table V). This, therefore, is a significant proof
of the resultant effect of the conjoint activity of an insti-
tution and a marketing egency. The net result is obvious.
With inecreased acreage there is fuller employment of the lim-
ited resources, VWith greater production there is increased
income received by the farmers., This evidently would help
the farmers to & better realization of the aspirations of
higher levels of living.

This cooperation has every chance to continue until
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oné or both of the parties find some alternatives., As 1s
noticed, the production of strawberries ian the Cumberland
Plateau would be dependent upon the stabllity of prices of-
fered in thils particular region, which perhaps would fluc-
tuate along with the trend of prices in the national mar-
keb,3

But at any rate we see that the mere existence of the
resources for the production of a certaln commodilty cannot
necessarily bring about any beneficial change in the economy.
Conversely, the existence alone of a marketing agency can
achieve no purpose. It is here where the economist and the
social scientist step in and contribute to defining areas of
technical possibilitiss, The role of economist thus starts
with making the individual eware of the benefits of eonjoint
activity, 1t therefore amounts to organizing the soclety to
enable it to form effective relationship among people.

It is not only the individual who is a direct partici-
pent in thls activity, but the society as a whole is involved.
0f course, while considering economics of socliety, we do have

to consider its smaller components, the individuals., There-

3conversation with J. J. Bird on July 16, 1956 disclosed
that the erop harvested in May and June of 1956 had actually
ecreated this situation. Owing to the increased supply, the
prices paid were about one cent per pound less thean the average
of the immediately preceding normal perlods, Thls Ilndicates
the trend of production end the likelihood of greater market
control by the processors, This position, if 1t became & regu-
lar feature, might call for certain policy measures.
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fore the consequences which affect the direct participants and
others who are not involved in the transactions directly are
of vital importance and have to be attended to by some agency
of the state, which has to assume a certain role in the eco-
nomic aetivity to bring about conditions and results that would
favorably help advancement and progress. The "State" which
consists of the officiels acting in behalf of the pseople is
ereated to assume thls responsibility of protecting the inter-
est of the public in view of the conditions prevalent, giving
due care to the culture and hablts of the people. In thils
specific instance, this responsibility was taken up by the
Extension Service, which rendered help in carrylng on experi-
ments in this particular field, enabling the farmers to depend
less on the probabilities, chances and accidents. The method
of approach was based on sclentific research with regard to
suitability of soil and climate, insecticides and disease con-
trol, This agency again regulated the conjoint actions of the
processor and grower groups to bring about beneflicial results.
A change in knowledge of technical possibilities and market
opportunities changed the production habits of the growers,

The logical deduction would therefore be that for the
purpose of bringing about change in the established habits of
people, the activity of an institution is desirable and neces~-
sary to motivate them towards deliberative actions, thinking,
desiring and performing such acts which would take them out of
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the age~-long stetic conditions, and would enable them to break

through the web of conservatism,



CHAPTER V

POLICY AND PROGRAM TMPLICATIONS

The Role of the Scocial Scientist

A program of sctions has to set up objectives and goals
thet have to be achleved for the advancement of society. This
necessarily entails the conceptualizing of the problems facing
the nation or areas, by studying existing conditions, projec~
tion or forecasting of the results of pursuing a particular
progran, including the chalking out the ways and means of ime
plementation of the program and 1ts consequences. This would
constitute what we cell "publie poliecy" formulation., The
dutlies and responsibilities for new public policles are there~
fore split up as amongst several individuals and groups. First
the economist or the social scientist is entrusted wlith the
formulation of plans and their projection, The representa-
tives of the public (elected legislators and administrators)
are charged with the actual policy decislons taken as a result
of guidance provided by the researcher, Thus we seek to lay
more emphasis here on the role of the social scientist who en-
ables the "publie" to frame laws and regulations for the eco-
nomic well-being of the country.

The consequences of a systematic action by the state,

therefore, require careful consideration, because these conse~

guences cover even those who are not directly engaged in the
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particular oocﬁpation. It is with these indireet cconsequences,
in fact, that the public poliey is concerned primarily. Thus,
in general terms, we are concerned with the result of all ef-
fects interpreted in relation to prevailling conditlions and
problens,

Improvement in knowledge of technical and social proces-
ses in recent decades enables us today to devise better ways
of carrying out our intentions of solving many social problems.
These decisions require political,haocial and economiec sanc~
tions which vary according tc the country's political setup,
its ceultural norms, and access to the resources, Thus the
people in low-income aress or in the underdsveloped countries
have to be educated and famliliarized with knowledge which can
make them alert in seizing economiec opportunities, Economie
growth can be thought of &s a process by which the opportuni-
ties are identifled and used. Ultimately, economic growth has
to be desired by the people, and the test for it 1s the willing-
ness and ability of the population to gain control over their
resources and environment, This normally comes about with the
realization of their present unsatisfactory position and with
the development of aspirations and inlitiative, either self-
motivated or brought about by an external agency working In
coordination with them. A country in the process of develop~
ment, India, for instance, furnishes us with some evidence to

this effect.
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Evaluating Production Possibilities Under Existing
But Unutilized Technelogy
During the period of the British rule, through the ef-
forts of eminent leaders like Mshatma Gandhi, the people were
made to realize the potentialities they had for development.
Mahatmaji devised certaln ways and means of achleving thelr
objective of political emancipation. The main tool was non-
violent civil disobedience. Ultimately it was designed to
gain control of economic resources, As a result, India e-
merged as a free nation., Thus, after independence this aspi-
ration had developed to such an extent that it found expres-

sion in a compelling general demand for the provision of eco-

nomlc opportunities., Hence the drafting of the Five Year Plans

took the shape of formulation of policies of economic develop-
ment, The progress that has been made during the first plan
period (1951-56), elthough modest enough, has been the result
of aective cooperative attempts through the process of govern-
ment to stimulate more rapid economic growth, This has re-
gulted in a 104 rise in the per capite income during the last
five years,® It is difficult to say that the same results
could have been achieved in an India under bondage, because
of the peoples! suspicion regarding the colonial government.

How far the external agency alone, i,e., the British Govern-

lpianning Commission, Government of Indla. Second Five
Year Plan: A Draft Outline (New Delhi, 1956), p. 26,
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ment, could have been successful in an attempt to impose a pro=
gram like this is a matter of doubt,

The efforts of the machinery that was set up by the in-
dependent government of Indie were thus at first directed to-
wards removel of imperfect knowledge in sgriculture end intro-
duetion of technologieal innovationg, so far as they were ap-
pliceble to the country's conditions and requirements., The
result wes that with en expenditure of Rupees 372 Crores (16%
of the total outlay),2 there was an increase of Rupees 798
Crores (amounting to an 18% rise) in the production of agri-
cultural commodities,3 This growth has provided the economy
with & definite fillip and has paved the way for further im-
provement in resource efflciency.

While the first plan period and its results have brought
in definite changes on the production side, the second plan
(1956«1961) envisages the provision of marketing facilitles
which will provide the farmers with suitable opportunities to
vend thelr produce at favorable prices, which ultimately would
reflect to them., And this aspect would also result in the re-~
distribution of income, which 1s a necessary component of eco-
nomliec development,

The conditions that apply to India are in & way very

21bid., p. 22. Re one Crores = About 2 million.
31bid., p. 26,
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gimilar to those that are appliecable to the underdcvelopéd
sreas of the United States, with the exceptlon of certain
faeilitles like those of transport, storage, commmnications,
ete,, that ere slready existing in this country.

Whet needs pointed attention here is that the mere ex-
istence of resources in the low-income areas does not neces-
sarily mean thelr optimum and sfficient use. What is more
important, in the early stages of economie growth, is to con-
sider whether or not the price obtainable by the farmer for
his produect egqualizes the marginal product of the particular
facter and also whether or not the marginel productivity is
the highsst among all the possible uses to which the factors
nf nroduction eonld hs channeled., In ths Cumberland Plateau,
a3 we have already noticed, adequate resources of land and
labor for strawberry nroduection were not lacking. Capital, of
sourse, was searca bub the investment needed was relatively
small, If the farmers had been familiar with tho results of
smploying thelr resourcses mors effieiently, using Improved
technology, the neaded capital would probably have boen forthe-
coming., But they wers unable to gauge the income-bearing ca-

pacity of this enterprise. The improved allocation of re-

sources thus reguired education and security. In the absence
of adequate data it is diffieult to stato precisely what the
marginal value prodnct of capital invested was., However the
gross income per acre (Teble I) wes apparently very high, and
the opportunity cost of family labor was very low, Even if all
picking labor were hired, the net labor income would be well in
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Evaluating Possible Changes in Affecting
Production Possibilities

Just as forward pricing can influence the production of
agricaltural commodities in the ruturn,h the implied security
of obtaining a minimum price, in the case of strawberries, may
have been an incentive to the production of this commodity in
the Cumberland Plateau, The relatively secure price level
during the normal years in the post~1945 period has enabled
them to formulate production plans for strawberries which have
presumably improved their incomes, This in turn may have led
to improvements in health, housing, education, ete, This means
that the farmers had to be equipped with the knowledge that was
required to identify the problems-~that of soil«fit and use of
artificlal fertilizers to improve the quality of the crop.
They had also to be acquainted with the ways and means of com-
bating the shorteomings-~those of disease and pest control

through the use of sprays, ete.

The Long Run Problems: Development of New
Technology to Expand the Resource Base

While we consider the effects of a planned action, al-
though benefit to society in the immediate future is the main

consideration, at the same time the long-run effects cannot be

bp, Gele Johnson, "Contribution of Price Policy to the
Income and Resource Problems in Agriculture,” Journal of Farm
Eeconomiecs, Vol, XXVI, No. 4, November 194j.
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ignored, A long-range policy affects allocation of resources
and distribution of incomes, In considering the soclal poli-
cles of developmental programs for agrarian areas, one of the
focal points of interest is that of achieving inecomes in agri-
cul ture more nearly on a par with incomes in other enterprises.
This objective is achieved only when a program is spread over
a long range of time, in which case technology is not fixed.
As resources are applied tc the technical research, develop-
ment of new production possibilities becomes feasible. 1In the
Cumberland Plateau if the techniques of production had not
been changed and 1f the farmers had not been encouraged to
make use of the advanced technology, the progress would not
have been evidenced. In underdeveloped countries the problems
are different, The known technology is not totally adaptable
to their conditions, Where these situations arise, research
forms a basic necessity, in order to devise methods of appli-

cation of the known technology or new technology.

Market Facilities and Market Organizations

The completion of this phase of discussion leads to
the next important step. The success of implementation of a
development plan rests not only on how the farmers are taught
the best methods of raising agricultural cecrops, but also lies
in teaching them the most economical methods of marketing the
produce. This has to be done through an effective educational
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agency which has to maintain cooperative relationship with all
government and private agencies and organizations having re-
sponsibility and interest in the same field, As a means of
facilitating the working of such an extension service, with
regard to marketing activitlies, formation of agricultural co-
operatives in the agrarian areas oin be offered as a sugges=-
tion, with the purpose "to advance the Interests of its mem-
bers as producora."5 In the Cumberland Plateau, however, this
aspect seems to have been given little consideration, as the
farmers did not evince any desire to this effect, although
such an organization among the growers would have been a suc-
cess, Undoubtedly, a cooperative soelety of the growers of
strawberries would assure the flow of a regular supply of the
fruit to keep the plants operating at optimum capacity and
would also ensure production of high quality fruit, yet the
farmers do not seem to accept the idea that it would be more
beneficial than the present system which they are followlng.
In areas where land is scarce and where agriculture 1s carried
mostly on small-size farms, such an institution can achleve
the desired objectives in providing control over the markets.
It is with these motives that in India, Community Development
and National Extension programs have been initiated. These

are meant to provide "a link between national planning and

SHenry H. Bakken and Marvin A. Schaars, Hconomics of
Coo orativi_%frkoting>(uow York: McGraw-Hill Book CO., INnC.,
937), p. 210,
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changes which are sought to be achieved within the rural econo=-
nbé

my
Through the institution of cooperative soclietles, it

would be possible also to develop among the village communi-
ties a spirit of cooperation and self-help, and at the same
time strengthen the economic basls of village life. India is
aiming at cooperative village management and it is through
this institution that she hopes to bring about a change in the
outlock of the people to assume cooperative responsibility of
the community. When this is achieved, perhaps, the people
would be in the proper frame of mind to adopt cooperation in
other flelds as well, i,e.,, those of marketing and processing.
It would also be sasier for the agency working in this direc-
tion to bring about a technical change for reasons of low edu=-
cation, etec., wherein the individual farmers would not have to
be approached for implementing a certeain plan, On the other
hand, the associations would have to be convinced of the re-
sults of a change.

The statement of the present irends in the agrarian
areas and the goals that have to be achleved by them, there-
fore necessitates an emphasis on the formuletion of publie
policies in accordance with the cultural norms end the trends

of the people in that particular area., lere we may cite the

6P1ann1ng Commission, CGovernment of India, Second Five
Year Plan, A Draft Outline, op. eit., p. 67.
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Cumberland Plateau again, wherein perhaps, the formation of co-
operative societies would not be as difficult as the task ahead
in the underdeveloped countries, the obvious reason being that
the people here are not only better educated relatively, but
they have also witnessed the good results of this movement in
other parts of the country, for instance the fruit growers!
associatlions in California and other states. The need there-
fore, is to charge the extension service agency with the duty
and responsibility of investigating into the present marketing
conditions and i1f 1t is concluded that a change is desirable
and fruitful, to work for the establishment of the growers'
cooperatives,

Recapitulating what we have discussed in the previous

pages, the argument means that:

(1) If the existing known technologies are not appli-
cable to the conditions prevalent in the underdeveloped
areas of the world, research in this field is almost a
necessity in order to provide guidance to the legislators.

{(2) In the field of marketing, if the individual is
lacking in efficlency and is unable to gain control, co-
operative organizations may be considered to enable the
producers to gain control of the various processes of
vending their produce.

(3) People who are not educated to manage their own
collective action may require educative experience, so
as to cultivate attitudes that would make an effective
cooperative attitude possible.




CHAPTER VI

SUMMARY

Theoretically, practices followed by the primitive so-
cleties~~those of exchange of gifts and barter of goods--fell
erudely within the modern concept of marketing. Marketing
became more prominent and important with the emergence of the
concept of pecuniary valus, dus to the introduction of money
as a medium of exchange.

The theoretical concepts prevailing in the times of
Ricardo, Marshall and Keynes were an outcome of the attention
given to the static problems as a result of the interest of
the neo-classicsl econcmists in investment and stabilization.

In the case of strawberry production in the Cumberland
Plateau, it was necessary for the growers to have knowledge of
the real potentialities that existed in the available technolo-
gles., Witk them the farmers were thus able to utilize their
resources more profitably and produce strawberries at a lower
cost,

In order to achleve the objectives of spreading knowl-
edge of techniques end production possibilities, the medium of
the Extension Service was helpful and desirable, However, in
order to effectuate the program it was necessary to mobilize
the processing industry by showing them that the program was
In their collective interest.

One of the vital factors that gave encouragement to this
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industry involved the development of the market for the com-
modity, i.e., the development of insti tutional conditions which
assured & market with the guarantee of a minimum price. That
is, the existence of demand for the commodity was not realized
by the growers, In the absence of this guarantee, this "hidden
demand" would not have come into prominence unless, es a mat-
ter of experiencs, there had been an expansion in the supply,
and the entire commodity produced had been accommodated in the
market by the processor-buyers, With the institutional guar-
antee of a minimum price, the growers had the confldence that
their produce was marketable at 2 reasonable price, On the
other hand, because of this guarantee the processors had as-
surances of a supply sufficient to pay then to eparate thelir
plante,

This conjoint activity shows the existence of possibili-
ties through eolleative efforts and institutional chenges in
the marketing aystem to promote economic development, Whether
under such conditions, formation of cooperatives would be help-
ful or not is a matter for study with reference to individual
areas, What can be pointed out hare 1s that the formation of
sooperative assoclatlons would, however, be an alternative by
which farmers would be able to galn control over the marketing
system they face and hence to have more concrete assurance of
an acceptable market.

The formulation of public policles for economic develope

ment requires a careful consideration of various factors, in-
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eluding the personal gualitles of the people and the cultural
norms., The introduction of known or new technologies in under-
developed countries has to be considered in the light of con-
ditions prevalent in the particular couatry. The greatest
need of the time in the underdeveloped countries, perhaps, is
to educate the people bto make them capable of estimating the
possibilities of growth as a result of adoption of the tech-
nologles, . Opinion would also have to be molded To make the
improved methods of marketing acceptable and adaptable., But
this process of education 1s bound to take a long period of
time. In the intermediary period, therefore, programs of de~
velopment can be successfully implemented through the medium
of organized bodles of the farmers, llke the cooperative asso-
ciations. Such assoclations when formed and started would
also open up avenues for the promotion of leadership in the

community.
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